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THE SENATE 

STATE OF HAWAII 
TWENTY-SIXTH LEGISLATURE, 2012 

JAN 2 0 2012 

A BILL FOR AN ACT 
RELATING TO TAXATION. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

SECTION 1. In 2009, the legislature faced an unprecedented 

budget challenge - a shortfall of approximately $2,100,000,000 

through the end of the fiscal biennium. Despite adoption of a 

balanced budget and financial plan in 2009, in 2010 the 

legislature was confronted with an additional budget shortfall 

of approximately $1,200,000,000 through the end of the fiscal 

biennium. As the economy continued the struggle toward 

recovery, the legislature in 2011 was again faced with a large 

shortfall, estimated at $1,300,000,000. The council on revenues 

is forecasting state revenue to grow at a rate of 11.5 per cent 

during the fiscal year ending in June 2011. The forecast is 

lower than the 14.5 per cent increase the council on revenues 

predicted earlier. 

The guiding principles for the biennium budget are to first 

i den t i f y and support the State's core functions those programs 

and services that the State should be providing - and secondly 

to make strategic investments in people and programs that 

encourage economic growth, lower long-term future costs, and 
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provide meaningful public services. The governor implemented 

across-the-board spending restrictions equivalent to the savings 

that three furlough days per month would yield. Departments met 

these required savings targets most notably through the 

implementation of two furlough days per month. A reduction in 

force of approximately one thousand state workers, the reduction 

of vacant positions, and a number of other measures were 

implemented to further reduce state spending. Clearly, 

increased state revenues are a necessity in order for Hawaii to 

pay its obligations and avoid program and personnel reductions, 

and in Hawaii taxes are the chief source of revenues. 

Advocates of tax cuts argue that reducing taxes improves 

the economy by boosting spending. Those who oppose them say 

that tax cuts only help the rich because it can lead to a 

reduction in government services upon which lower income people 

rely. In other words, there are two distinct sides to this 

economic balancing scale. 

In Hawaii, income taxes account for roughly a quarter of 

general fund realizations, and general excise taxes produce 

about fifty per cent of revenues. Non-tax revenues comprise the 

remainder. 
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The legislature finds that there is a potential to increase 

state tax revenues by repealing the income tax and making up for 

the revenue loss by increasing the excise and use taxes and 

repealing exemptions on the state excise and use taxes. The 

legislature believes that such tax initiatives and fundamental 

restructuring of the tax code would elevate the financial 

stability of Hawaii's hard working low income and middle income 

families. 

The purpose of this Act is to repeal the income tax, 

increase the excise and use taxes, and repeal various exemptions 

on the state excise and use taxes. 

PART I. GENERAL EXCISE AND USE TAX RATES 

SECTION 2. Section 237-13, Hawaii Revised Statutes, is 

amended to read as follows: 

IlS.237-13 Imposition of tax. There is hereby levied and 

shall be assessed and collected annually privilege taxes against 

persons on account of their business and other activities in the 

State measured by the application of rates against values of 

products, gross proceeds of sales, or gross income, whichever is 

specified, as follows: 

(1) Tax on manufacturers. 
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(A) Upon every person engaging or continuing within 

the State in the business of manufacturing, 

including compounding, canning, preserving, 

packing, printing, publishing, milling, 

processing, refining, or preparing for sale, 

profit, or commercial use, either directly or 

through the activity of others, in whole or in 

part, any article or articles, substance or 

substances, commodity or commodities, the amount 

of the tax to be equal to the value of the 

articles, substances, or commodities, 

manufactured, compounded, canned, preserved, 

packed, printed, milled, processed, refined, or 

prepared for sale, as shown by the gross proceeds 

derived from the sale thereof by the manufacturer 

or person compounding, preparing, or printing 

them, multiplied by [-I Per 

cent. 

(B) The measure of the tax on manufacturers is the 

value of the entire product for sale, regardless 

of the place of sale or the fact that deliveries 

may be made to points outside the State. 
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If any person liable for the tax on manufacturers 

ships or transports the person's product, or any 

part thereof, out of the State, whether in a 

finished or unfinished condition, or sells the 

same for delivery to points outside the State 

(for example, consigned to a mainland purchaser 

via common carrier f.0.b. Honolulu), the value of 

the products in the condition or form in which 

they exist immediately before entering interstate 

or foreign commerce, determined as hereinafter 

provided, shall be the basis for the assessment 

of the tax imposed by this paragraph. This tax 

shall be due and payable as of the date of entry 

of the products into interstate or foreign 

commerce, whether the products are then sold or 

not. The department shall determine the basis 

for assessment, as provided by this paragraph, as 

follows : 

(i) If the products at the time of their entry 

into interstate or foreign commerce already 

have been sold, the gross proceeds of sale, 

less the transportation expenses, if any, 
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incurred in realizing the gross proceeds for 

transportation from the time of entry of the 

products into interstate or foreign 

commerce, including insurance and storage in 

transit, shall be the measure of the value 

of the products; 

(ii) If the products have not been sold at the 

time of their entry into interstate or 

foreign commerce, and in cases governed by 

clause (i) in which the products are sold 

under circumstances such that the gross 

proceeds of sale are not indicative of the 

true value of the products, the value of the 

products constituting the basis for 

assessment shall correspond as nearly as 

possible to the gross proceeds of sales for 

delivery outside the State, adjusted as 

provided in clause (i), or if sufficient 

data are not available, sales in the State, 

of similar products of like quality and 

character and in similar quantities, made by 

the taxpayer (unless not indicative of the 
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(iii) At the election of the taxpayer and with the 

approval of the department, the taxpayer may 

make the taxpayer's returns under clause (i) 

even though the products have not been sold 

at the time of their entry into interstate 

12 or foreign commerce; and 
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(iv) In all cases in which products leave the 

State in an unfinished condition, the basis 

for assessment shall be adjusted so as to 

deduct the portion of the value as is 

attributable to the finishing of the goods 

outside the State. 

Tax on business of selling tangible personal property; 

producing. 

(A) Upon every person engaging or continuing in the 

business of selling any tangible personal 
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property whatsoever (not including, however, 

bonds or other evidence of indebtedness, or 

stocks), there is likewise hereby levied, and 

shall be assessed and collected, a tax equivalent 

to [-I per cent of the gross proceeds of 

sales of the business; provided that insofar as 

the sale of tangible personal property is a 

wholesale sale under section [-€I 237-4 (a) ( 8 )  [ f l  , 

the sale shall be subject to section 237-13.3. 

Upon every person engaging or continuing within 

this State in the business of a producer, the tax 

shall be equal to [-I Per 

cent of the gross proceeds of sales of the 

business, or the value of the products, for sale, 

if sold for delivery outside the State or shipped 

or transported out of the State, and the value of 

the products shall be determined in the same 

manner as the value of manufactured products 

covered in the cases under paragraph ( l ) ( C ) .  

( B )  Gross proceeds of sales of tangible property in 

interstate and foreign commerce shall constitute 

a part of the measure of the tax imposed on 
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persons in the business of selling tangible 

personal property, to the extent, under the 

conditions, and in accordance with the provisions 

of the Constitution of the United States and the 

Acts of the Congress of the United States which 

may be now in force or may be hereafter adopted, 

and whenever there occurs in the State an 

activity to which, under the Constitution and 

Acts of Congress, there may be attributed gross 

proceeds of sales, the gross proceeds shall be so 

attributed. 

No manufacturer or producer, engaged in such 

business in the State and selling the 

manufacturer's or producer's products for 

delivery outside of the State (for example, 

consigned to a mainland purchaser via common 

carrier f.0.b. Honolulu), shall be required to 

pay the tax imposed in this chapter for the 

privilege of so selling the products, and the 

value or gross proceeds of sales of the products 

shall be included only in determining the measure 
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of the tax imposed upon the manufacturer or 

producer. 

(D) When a manufacturer or producer, engaged in such 

business in the State, also is engaged in selling 

the manufacturer's or producer's products in the 

State at wholesale, retail, or in any other 

manner, the tax for the privilege of engaging in 

the business of selling the products in the State 

shall apply to the manufacturer or producer as 

well as the tax for the privilege of 

manufacturing or producing in the State, and the 

manufacturer or producer shall make the returns 

of the gross proceeds of the wholesale, retail, 

or other sales required for the privilege of 

selling in the State, as well as making the 

returns of the value or gross proceeds of sales 

of the products required for the privilege of 

manufacturing or producing in the State. The 

manufacturer or producer shall pay the tax 

imposed in this chapter for the privilege of 

selling its products in the State, and the value 

or gross proceeds of sales of the products, thus 
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subjected to tax, may be deducted insofar as 

duplicated as to the same products by the measure 

of the tax upon the manufacturer or producer for 

the privilege of manufacturing or producing in 

the State; provided that no producer of 

agricultural products who sells the products to a 

purchaser who will process the products outside 

the State shall be required to pay the tax 

imposed in this chapter for the privilege of 

producing or selling those products. 

(E) A taxpayer selling to a federal cost-plus 

contractor may make the election provided for by 

paragraph ( 3 ) ( C ) ,  and in that case the tax shall 

be computed pursuant to the election, 

notwithstanding this paragraph or paragraph (1) 

to the contrary. 

(F) The department, by rule, may require that a 

seller take from the purchaser of tangible 

personal property a certificate, in a form 

prescribed by the department, certifying that the 

sale is a sale at wholesale; provided that: 
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(i) Any purchaser who furnishes a certificate 

shall be obligated to pay to the seller, 

upon demand, the amount of the additional 

tax that is imposed upon the seller whenever 

the sale in fact is not at wholesale; and 

(ii) The absence of a certificate in itself shall 

give rise to the presumption that the sale 

is not at wholesale unless the sales of the 

business are exclusively at wholesale. 

(3) Tax upon contractors. 

(A) Upon every person engaging or continuing within 

the State in the business of contracting, the tax 

shall be equal to [€ea351 per cent of the 

gross income of the business. 

( B )  In computing the tax levied under this paragraph, 

there shall be deducted from the gross income of 

the taxpayer so much thereof as has been included 

in the measure of the tax levied under 

subparagraph (A) , on: 

(1) Another taxpayer who is a contractor, as 

defined in section 237-6; 
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(ii) A specialty contractor, duly licensed by the 

department of commerce and consumer affairs 

pursuant to section 444-9, in respect of the 

specialty contractor's business; or 

(iii) A specialty contractor who is not licensed 

by the department of commerce and consumer 

affairs pursuant to section 444-9, but who 

performs contracting activities on federal 

military installations and nowhere else in 

this State; 

provided that any person claiming a deduction 

under this paragraph shall be required to show in 

the person's return the name and general excise 

number of the person paying the tax on the amount 

deducted by the person. 

( C )  In computing the tax levied under this paragraph 

against any federal cost-plus contractor, there 

shall be excluded from the gross income of the 

contractor so much thereof as fulfills the 

following requirements: 

(i) The gross income exempted shall constitute 

reimbursement of costs incurred for 
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materials, plant, or equipment purchased 

from a taxpayer licensed under this chapter, 

not exceeding the gross proceeds of sale of 

the taxpayer on account of the transaction; 

and 

(ii) The taxpayer making the sale shall have 

certified to the department that the 

taxpayer is taxable with respect to the 

gross proceeds of the sale, and that the 

taxpayer elects to have the tax on gross 

income computed the same as upon a sale to 

the state government. 

(D) A person who, as a business or as a part of a 

business in which the person is engaged, erects, 

constructs, or improves any building or 

structure, of any kind or description, or makes, 

constructs, or improves any road, street, 

sidewalk, sewer, or water system, or other 

improvements on land held by the person (whether 

held as a leasehold, fee simple, or otherwise), 

upon the sale or other disposition of the land or 

improvements, even if the work was not done 
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pursuant to a contract, shall be liable to the 

same tax as if engaged in the business of 

contracting, unless the person shows that at the 

time the person was engaged in making the 

improvements the person intended, and for the 

period of at least one year after completion of 

the building, structure, or other improvements 

the person continued to intend to hold and not 

sell or otherwise dispose of the land or 

improvements. The tax in respect of the 

improvements shall be measured by the amount of 

the proceeds of the sale or other disposition 

that is attributable to the erection, 

construction, or improvement of such building or 

structure, or the making, constructing, or 

improving of the road, street, sidewalk, sewer, 

or water system, or other improvements. The 

measure of tax in respect of the improvements 

shall not exceed the amount which would have been 

taxable had the work been performed by another, 

subject as in other cases to the deductions 

allowed by subparagraph (B). Upon the election 
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of the taxpayer, this paragraph may be applied 

notwithstanding that the improvements were not 

made by the taxpayer, or were not made as a 

business or as a part of a business, or were made 

with the intention of holding the same. However, 

this paragraph shall not apply in respect of any 

proceeds that constitute or are in the nature of 

rent; all such gross income shall be taxable 

under paragraph (9); provided that insofar as the 

business of renting or leasing real property 

under a lease is taxed under section 237-16.5, 

the tax shall be levied by section 237-16.5. 

(4) Tax upon theaters, amusements, radio broadcasting 

stations , etc. 

(A) Upon every person engaging or continuing within 

the State in the business of operating a theater, 

opera house, moving picture show, vaudeville, 

amusement park, dance hall, skating rink, radio 

broadcasting station, or any other place at which 

amusements are offered to the public, the tax 

shall be equal to [*I per cent of the 

gross income of the business, and in the case of 
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a sale of an amusement at wholesale under section 

237-4(a) (13), the tax shall be subject to section 

237-13.3. 

(B) The department may require that the person 

rendering an amusement at wholesale take from the 

licensed seller a certificate, in a form 

prescribed by the department, certifying that the 

sale is a sale at wholesale; provided that: 

(1) Any licensed seller who furnishes a 

certificate shall be obligated to pay to the 

11 person rendering the amusement, upon demand, 

12 the amount of additional tax that is imposed 

13 upon the seller whenever the sale is not at 

14 wholesale ; and 

15 (ii) The absence of a certificate in itself shall 

16 give rise to the presumption that the sale 

17 is not at wholesale unless the person 

18 rendering the sale is exclusively rendering 

19 the amusement at wholesale. 

20 ( 5 )  Tax upon sales representatives, etc. Upon every 

21 person classified as a representative or purchasing 

22 agent under section 237-1, engaging or continuing 
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within the State in the business of performing 

services for another, other than as an employee, there 

is likewise hereby levied and shall be assessed and 

collected a tax equal to [&I per cent of the 

commissions and other compensation attributable to the 

services so rendered by the person. 

( 6 )  Tax on service business. 

(A) Upon every person engaging or continuing within 

the State in any service business or calling 

including professional services not otherwise 

specifically taxed under this chapter, there is 

likewise hereby levied and shall be assessed and 

collected a tax equal to [*I per cent of 

the gross income of the business, and in the case 

of a wholesaler under section 237-4(a) (lo), the 

tax shall be equal to [-I per 

cent of the gross income of the business. 

Notwithstanding the foregoing, a wholesaler under 

section 237-4(a) (10) shall be subject to section 

237-13.3. 

(B) The department may require that the person 

rendering a service at wholesale take from the 

2012-0207 SB SMA-l.doc 
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licensed seller a certificate, in a form 

prescribed by the department, certifying that the 

sale is a sale at wholesale; provided that: 

(i) Any licensed seller who furnishes a 

certificate shall be obligated to pay to the 

person rendering the service, upon demand, 

the amount of additional tax that is imposed 

upon the seller whenever the sale is not at 

wholesale ; and 

(ii) The absence of a certificate in itself shall 

give rise to the presumption that the sale 

is not at wholesale unless the person 

rendering the sale is exclusively rendering 

services at wholesale. 

Where any person is engaged in the business of 

selling interstate or foreign common carrier 

telecommunication services within and without the 

State, other than as a home service provider, the 

tax shall be imposed on that portion of gross 

income received by a person from service which is 

originated or terminated in this State and is 

charged to a telephone number, customer, or 

2012-0207 SB SMA-l.doc 
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account in this State notwithstanding any other 

state law (except for the exemption under section 

237-23 (a) (1)) to the contrary. If , under the 

Constitution and laws of the United States, the 

entire gross income as determined under this 

paragraph of a business selling interstate or 

foreign common carrier telecommunication services 

cannot be included in the measure of the tax, the 

gross income shall be apportioned as provided in 

section 237-21; provided that the apportionment 

factor and formula shall be the same for all 

persons providing those services in the State. 

(D) Where any person is engaged in the business of a 

home service provider, the tax shall be imposed 

on the gross income received or derived from 

providing interstate or foreign mobile 

telecommunications services to a customer with a 

place of primary use in this State when such 

services originate in one state and terminate in 

another state, territory, or foreign country; 

provided that all charges for mobile 

telecommunications services which are billed by 
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or for the home service provider are deemed to be 

provided by the home service provider at the 

customer's place of primary use, regardless of 

where the mobile telecommunications originate, 

terminate, or pass through; provided further that 

the income from charges specifically derived from 

interstate or foreign mobile telecommunications 

services, as determined by books and records that 

are kept in the regular course of business by the 

home service provider in accordance with section 

239-24, shall be apportioned under any 

apportionment factor or formula adopted under 

subparagraph (C). Gross income shall not 

include : 

(1) 

(ii) 

Gross receipts from mobile 

telecommunications services provided to a 

customer with a place of primary use outside 

this State; 

Gross receipts from mobile 

telecommunications services that are subject 

to the tax imposed by chapter 239; 
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(iii) Gross receipts from mobile 

telecommunications services taxed under 

section 237-13.8; and 

(iv) Gross receipts of a home service provider 

acting as a serving carrier providing mobile 

telecommunications services to another home 

service provider's customer. 

For the purposes of this paragraph, "charges for 

mobile telecommunications servicesv1, llcustomerrf, 

'Ihome service provider" , "mobile 

telecommunications services1I, "place of primary 

usell, and "serving carrier" have the same meaning 

as in section 239-22. 

(7) Tax on insurance producers. Upon every person engaged 

as a licensed producer pursuant to chapter 431, there 

is hereby levied and shall be assessed and collected a 

tax equal to [ M I  per cent of the commissions 

due to that activity, 

(8) Tax on receipts of sugar benefit payments. Upon the 

amounts received from the United States government by 

any producer of sugar (or the producer's legal 

representative or heirs), as defined under and by 
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1 virtue of the Sugar Act of 1948, as amended, or other 

2 Acts of the Congress of the United States relating 

3 thereto, there is hereby levied a tax of [- 

4 -1 ___ per cent of the gross amount received; 

5 provided that the tax levied hereunder on any amount. 

6 so received and actually disbursed to another by a 

7 producer in the form of a benefit payment shall be 

8 

9 

10 

11 

paid by the person or persons to whom the amount is 

actually disbursed, and the producer actually making a 

benefit payment to another shall be entitled to claim 

on the producer's return a deduction from the gross 

12 amount taxable hereunder in the sum of the amount so 

13 disbursed. The amounts taxed under this paragraph 

14 shall not be taxable under any other paragraph, 

15 subsection, or section of this chapter. 

16 (9) Tax on other business. Upon every person engaging or 

17 continuing within the State in any business, trade, 

18 activity, occupation, or calling not included in the 

19 preceding paragraphs or any other provisions of this 

20 chapter, there is likewise hereby levied and shall be 

21 assessed and collected, a tax equal to [€~-EF] 

22 per cent of the gross income thereof. In addition, 
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the rate prescribed by this paragraph shall apply to a 

business taxable under one or more of the preceding 

paragraphs or other provisions of this chapter, as to 

any gross income thereof not taxed thereunder as gross 

income or gross proceeds of sales or by taxing an 

equivalent value of products, unless specifically 

exempted. 

SECTION 3. Section 237-13.3, Hawaii Revised Statutes, is 

amended by amending subsection (a) to read as follows: 

(a) Sections 237-4 (a) ( 8 ) ,  237-4 (a) (lo), 237-4 (a) (13) , 

237-13 (2) ( A )  , 237-13 (4) ( A ) ,  and 237-13 (6) (A) to the contrary 

notwithstanding, instead of the tax levied under section 

237-13(2) (A) on wholesale sales subject to section 

237-4(a) (8) ( B ) ,  under section 237-13(4) (A) on a wholesaler 

subject to section 237-4 (a) (13), and under section 237-13 (6) (A) 

on a wholesaler subject to section 237-4(a)(lO) at one-half of 

one per cent, during the period January 1, 2000, to December 31, 

2005, the tax shall be as follows: 

(1) In calendar year 2000, 3.5 per cent; 

(2) In calendar year 2001, 3.0 per cent; 

(3) In calendar year 2002, 2.5 per cent; 

(4) In calendar year 2003, 2.0 per cent; 
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In calendar year 2004, 1.5 per cent; 

In calendar year 2005, 1.0 per cent; [ d l  

In calendar year 2006 [czd thzrezftzr, t h z  tzx zkz,l l  

Isel through June 30, 2013, 0.5 per cent [-;-I ; and 

On July 1, 2013, and thereafter, the tax shall be 

Der cent." 

SECTION 4. Section 237-16.5, Hawaii Revised Statutes, is 

amended as follows: 

1. By amending subsection (a) to read: 

"(a) This section relates to the leasing of real property 

by a lessor to a lessee. There is hereby levied, and shall be 

assessed and collected annually, a privilege tax against persons 

engaging or continuing within the State in the business of 

leasing real property to another, equal to [€wz] per cent 

of the gross proceeds or gross income received or derived from 

the leasing; provided that where real property is subleased by a 

lessee to a sublessee, the lessee, as provided in this section, 

shall be allowed a deduction from the amount of gross proceeds 

or gross income received from its sublease of the real property. 

The deduction shall be in the amount allowed under this section. 

All deductions under this section and the name and general 

excise tax number of the lessee's lessor shall be reported on 

2012-0207 SB SMA-l.dOc 2 5  
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the general excise tax return. Any deduction allowed under this 

section shall only be allowed with respect to leases and 

subleases in writing and relating to the same real property.'! 

2. By amending subsections (f) and (9) to read: 

"(f) This section shall not cause the tax upon a lessor, 

with respect to any item of the lessor's gross proceeds or gross 

income, to exceed [ € e u - ~ l  per cent. 

(9) After allocation under subsection (c), if necessary, 

the deduction under this section shall be allowed from the gross 

proceeds or gross income of the lessee received from its 

sublease in an amount calculated by multiplying the gross 

proceeds or gross income paid by the lessee to its lessor for 

the lease of the real property by the following amount: 

In calendar year 1998, .125; 

In calendar year 1999, .25; 

In calendar year 2000, .375; 

In calendar year 2001, .50; 

In calendar year 2002, .625; 

In calendar year 2003, .75; [dl 

In calendar year 2004[, zxd therezfter , I  

30, 2013, .875[Tl; and 

On July 1, 2013, and thereafter, 

throush June 
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The amount calculated under paragraphs (1) to (7) shall be 

deducted by the lessee from the lessee's total reported gross 

proceeds or gross income. The deduction allowed by this 

subsection may be taken by the fiscal and calendar year 

lessees. 

SECTION 5 .  Section 237-17, Hawaii Revised Statutes, is 

amended to read as follows: 

IlSj.237-17 Persons with impaired sight, hearing, or who are 

totally disabled. Anything in section 237-13 to the contrary 

notwithstanding, the privilege tax levied, assessed, and 

collected on account of the business or other activities of 

individuals who are blind, deaf, or totally disabled, 

corporations all of whose outstanding shares are owned by 

individuals who are blind, deaf, or totally disabled, general, 

limited, or limited liability partnerships, all of whose 

partners are blind, deaf, or totally disabled, or limited 

liability companies, all of whose members are blind, deaf, or 

totally disabled, shall not exceed [-I Per 

cent of the proceeds, sales, income, or other receipts subject 

to tax. For the purpose of this chapter llblindlf, lrdeafl1, or 

Iltotally disabledll is defined as in section 235-1. The 

2012-0207 SB SMA-l.doc 
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impairment of sight or hearing, or the disability, shall be 

certified to as provided in section 235-1." 

SECTION 6. Section 237-18, Hawaii Revised Statutes, is 

amended by amending subsection (c) to read as follows: 

"(c) Where, through the activity of a person taxable under 

section 237-13(6), a product has been milled, processed, or 

otherwise manufactured upon the order of another taxpayer who is 

a manufacturer taxable upon the value of the entire manufactured 

products, which consists in part of the value of the services 

taxable under section 237-13(6), so much gross income as is 

derived from the rendering of the services shall be subjected to 

tax on the person rendering the services at the rate of 

[-I per cent, and the value of the entire 

product shall be included in the measure of the tax imposed on 

the other taxpayer as elsewhere provided." 

SECTION 7. Section 238-2, Hawaii Revised Statutes, is 

amended to read as follows: 

"S238-2 Imposition of tax on tangible personal property; 

exemptions. There is hereby levied an excise tax on the use in 

this State of tangible personal property which is imported by a 

taxpayer in this State whether owned, purchased from an 

unlicensed seller, or however acquired for use in this State. 

2012-0207 SB SMA-l.dOC 
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The tax imposed by this chapter shall accrue when the property 

is acquired by the importer or purchaser and becomes subject to 

the taxing jurisdiction of the State. The rates of the tax 

hereby imposed and the exemptions thereof are as follows: 

(1) If the importer or purchaser is licensed under chapter 

237 and is: 

(A) A wholesaler or jobber importing or purchasing 

for purposes of sale or resale; or 

(B) A manufacturer importing or purchasing material 

or commodities which are to be incorporated by 

the manufacturer into a finished or saleable 

product (including the container or package in 

which the product is contained) wherein it will 

remain in such form as to be perceptible to the 

senses, and which finished or saleable product is 

to be sold in such manner as to result in a 

further tax on the activity of the manufacturer 

as the manufacturer or as a wholesaler, and not 

as a retailer, 

there shall be no tax; provided that if the 

wholesaler, jobber, or manufacturer is also engaged in 

business as a retailer (so classed under chapter 237), 
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2 012- 0207 

paragraph (2) shall apply to the wholesaler, jobber, 

or manufacturer, but the director of taxation shall 

refund to the wholesaler, jobber, or manufacturer, in 

the manner provided under section 231-23(c) such 

amount of tax as the wholesaler, jobber, or 

manufacturer shall, to the satisfaction of the 

director, establish to have been paid by the 

wholesaler, jobber, or manufacturer to the director 

with respect to property which has been used by the 

wholesaler, jobber, or manufacturer for the purposes 

stated in this paragraph; 

If the importer or purchaser is licensed under chapter 

237 and is: 

(A) A retailer or other person importing or 

purchasing for purposes of sale or resale, not 

exempted by paragraph (1) ; 

(B) A manufacturer importing or purchasing material 

or commodities which are to be incorporated by 

the manufacturer into a finished or saleable 

product (including the container or package in 

which the product is contained) wherein it will 

remain in such form as to be perceptible to the 

SB SMA-l.doc 
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senses, and which finished or saleable product is 

to be sold at retail in this State, in such 

manner as to result in a further tax on the 

activity of the manufacturer in selling such 

products at retail; 

( C )  A contractor importing or purchasing material or 

commodities which are to be incorporated by the 

contractor into the finished work or project 

required by the contract and which will remain in 

such finished work or project in such form as to 

be perceptible to the senses; 

( D )  A person engaged in a service business or calling 

as defined in section 237-7, or a person 

furnishing transient accommodations subject to 

the tax imposed by section 237D-2, in which the 

import or purchase of tangible personal property 

would have qualified as a sale at wholesale as 

defined in section 237-4(a)(8) had the seller of 

the property been subject to the tax in chapter 

237; or 

(E) A publisher of magazines or similar printed 

materials containing advertisements, when the 

2012-0207 SB SMA-l.doc 
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publisher is under contract with the advertisers 

to distribute a minimum number of magazines or 

similar printed materials to the public or 

defined segment of the public, whether or not 

there is a charge to the persons who actually 

receive the magazines or similar printed 

materials, 

the tax shall be [-I per cent of 

the purchase price of the property, if the purchase 

and sale are consummated in Hawaii; or, if there is no 

purchase price applicable thereto, or if the purchase 

or sale is consummated outside of Hawaii, then 

[-I per cent of the value of such 

property; and 

(3) In all other cases, [-I per cent of the value 

of the property. 

For purposes of this section, tangible personal property is 

property that is imported by the taxpayer for use in this State, 

notwithstanding the fact that title to the property, or the risk 

of loss to the property, passes to the purchaser of the property 

at a location outside this State." 
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SECTION 8. Section 238-2.3, Hawaii Revised Statutes, is 

amended to read as follows: 

lIS.238-2.3 Imposition of tax on imported services or 

contracting; exemptions. There is hereby levied an excise tax 

on the value of services or contracting as defined in section 

237-6 that are performed by an unlicensed seller at a point 

outside the State and imported or purchased for use in this 

State. The tax imposed by this chapter shall accrue when the 

service or contracting as defined in section 237-6 is received 

by the importer or purchaser and becomes subject to the taxing 

jurisdiction of the State. The rates of the tax hereby imposed 

and the exemptions from the tax are as follows: 

(1) If the importer or purchaser is licensed under chapter 

237 and is: 

(A) Engaged in a service business or calling in which 

the imported or purchased services or contracting 

become identifiable elements, excluding overhead, 

of the services rendered by the importer or 

purchaser, and the gross income of the importer 

or purchaser is subject to the tax imposed under 

chapter 237 on services at the rate of [U 
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-1 ~ per cent or the rate of tax imposed 

under section 237-13.3; or 

A manufacturer importing or purchasing services 

or contracting that become identifiable elements, 

excluding overhead, of a finished or saleable 

product (including the container or package in 

which the product is contained) and the finished 

or saleable product is to be sold in a manner 

that results in a further tax on the manufacturer 

as a wholesaler, and not a retailer; 

there shall be no tax imposed on the value of the 

imported or purchased services or contracting; 

provided that if the manufacturer is also engaged in 

business as a retailer as classified under chapter 

237, paragraph (2) shall apply to the manufacturer, 

but the director of taxation shall refund to the 

manufacturer, in the manner provided under section 

231-23(c), that amount of tax that the manufacturer, 

to the satisfaction of the director, shall establish 

to have been paid by the manufacturer to the director 

with respect to services that have been used by the 
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manufacturer for the purposes stated in this 

paragraph. 

If the importer or purchaser is a person licensed 

under chapter 237 and is: 

(A) Engaged in a service business or calling in which 

the imported or purchased services or contracting 

become identifiable elements, excluding overhead, 

of the services rendered by the importer or 

purchaser, and the gross income from those 

services when sold by the importer or purchaser 

is subject to the tax imposed under chapter 237 

at the highest rate; 

(B) A manufacturer importing or purchasing services 

or contracting that become identifiable elements, 

excluding overhead, of the finished or saleable 

manufactured product (including the container or 

package in which the product is contained) and 

the finished or saleable product is to be sold in 

a manner that results in a further tax under 

chapter 237 on the activity of the manufacturer 

as a retailer; or 
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(C) A contractor importing or purchasing services or 

contracting that become identifiable elements, 

excluding overhead, of the finished work or 

project required, under the contract, and where 

the gross proceeds derived by the contractor are 

subject to the tax under section 237-13(3) as a 

contractor, 

the tax shall be [-I per cent of 

the value of the imported or purchased services or 

contracting; and 

(3) In all other cases, the importer or purchaser is 

subject to the tax at the rate of [€ewcI Per 

cent on the value of the imported or purchased 

services or contracting.” 

PART 11. GENERAL EXCISE TAX EXEMPTIONS 

SECTION 9. Section 346-369, Hawaii Revised Statutes, is 
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-'&SF] Any county mayor may exempt, by executive order, 

donors and provider agencies from real property taxes, water and 

sewer development fees, rates collected for water supplied to 

consumers and for use of sewers, and any other county taxes, 

charges, or fees; provided that any county may enact ordinances 

to regulate the exemptions granted by this subsection. 

[-(&I - (b) Any provider agency operating or managing a 

homeless facility or any other program for the homeless 

authorized by this part is exempt, for purposes of those 

facilities or programs, from any requirements contained in part 

VI11 of chapter 346 and chapters 467 and 521." 

SECTION 10. Section 373K-2, Hawaii Revised Statutes, is 

amended to read as follows: 

[+] §373K-2 [+I Professional employment organization; 

employee rights exa@ian 1 .  (a) Where any 

client company uses the services of assigned employees and co- 

employs assigned employees with a professional employment 

organization, the client company and the professional employment 

organization, with respect to the assigned employees, shall not 

be exempt from the requirements of any federal, state, or county 

law, including labor or employment laws, collective bargaining 

rights, anti-discrimination provisions, or other laws with 
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respect to the protection and rights of employees, including 

chapters 377 and 378, that would apply to the assigned employees 

if the assigned employees were employees of the client company 

alone, and were not co-employees of the professional employment 

organization. 

These employee rights shall not be abrogated by any 

contract or agreement between the client company and the 

professional employment organization, or the professional 

employment organization and the assigned employee, which 

contains terms or conditions that could not be lawfully 

contained in a contract or agreement directly between the client 

company and the assigned employee in which no professional 

employment organization is involved. Notwithstanding any 

statute, local ordinance, executive order, rule, or regulation 

to the contrary, where the laws, rights, and protections 

referred to in this section define or require a determination of 

the llemployerll, the employer shall be deemed to be the client 

company and not the professional employment organization. The 

department of labor and industrial relations shall notify the 

department of taxation in writing of any violation of this 

subsection. 
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(b) The client company shall be deemed to have satisfied 

its obligations with respect to any assigned employee under any 

applicable law, including, without limitation, workers' 

compensation laws including chapter 386, employee insurance 

coverage laws including chapters 383, 385, 392, and 393, and tax 

withholding and reporting laws, if and to the extent that those 

obligations are satisfied by the professional employment 

organization acting in its capacity as co-employer of such 

assigned employee. 

[(e) .L==tz recc.17vred b;. 2 prsfzssicn2l L=w+ 

crg2nlzztIsn frsm 2 ellent c * 3 m z t s  e q n l  tc zzd th2t 

1 - m  i 4 ~  m h 7 7 v m n A  L.77 t h n  n v n F m n m - s n n - 1  n t  nvn-n-.o-t-tnn F n v  
IAAL ULUJJULULU u y  LLAL y L u L L u u r u I & u A  

n n n  m -  - - y . - n m  - 7 ~ r - y . n l  t 7 v - m  4 n m , t v - . n n n  nv- -nd u, UuruLrLu, u L W L I  LUALU, rlLuuLuLILL L L  I UIJ, 

Sxnefits, inclllding retireaezt, 'v'Ze2tisn, s ick l e 2 x ,  h e 2 l t h  

benefits, 2nd slxll2r cFRp*wnt benefits with respect to I .  

lnTrnnn -it 7 n1:nnt  n"n" m h - 1 1  nnt h m  Cl,,L<nnt t3  L W Y L L U  UL u LIILIIL L y u r i y  U I L U I L  AIWL JJL U U U J L L L  L 

t h e  gener2l excise t 2 X  2 s  prsYided by section 2 3 7  2 1 . 7 5 .  

I i 4 1  

1 3 7  ? A  7 r  "L-11 nnt ---lT7 tr\ thn -v-Fnmm7nn-l  
A J  I L . X .  f a  u i i u r i  LAUL u y y r y  L W  LIAL y L w L L u u I w & a u A  

crg2nIz2tlsn If : 

fzt cy =r th r -qh  any csntrzct b e t w c x  t h e  elie=t 

1 "'-nt n v n 7 n 4  -1t: nn nv 
y A w L L u u A w  r w y  L L L  wLLJUILI/...ULrwiI, VL and ?n I - v n F n m m - I n  

2012-0207 SB SMA-l.doc 

,11111 llll Ill lllllllllllllil lllillllll llllllllllll II 11111118 lllllllllllllllllllll llll 



Page 40 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2012-0207 SB SMA-l.doc 

11111111 1111ii11 11 11 I IIII~IIIIIIIII I 1111 IIIII~~III~I 111 11 IIIIIIIIIIIII,~III 



Page 41 S.B. NO.232? 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

lllllll lllllllllllllllllllllll~llll II llllllll llllllllllllllllllll I lllllllllllllll I 111 1lllllll 



Page 42 

S.B. NO.2327 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 



Page 43 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 



Page 44 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

lllllllll1111111111111l1111 llllllllllllllllll1llll1111,1lllllllllllllllll ,IIIIll llllllill , 1 1 1 1  



Page 45 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Ill 111 1111 11lll II II I Il 111lll111ll111l1 I 111.1 llllllilllllll llllllllllllll111 llllllllll 



Page 46 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

I IIlllllllll Ill llllll Ill II IIIIl111111 I.IIIlllIIllIIIIIIII1Illl, lllIllllll11111s11 lllll 



Page 47 S.B. NO.zS2q 

I ,  7 r eg lc t r2 t l c r :  or t he  tlKC for flllng 2n 2ppllc2tlon fcr 

8 or:. 'I ] t: 

9 SECTION 13. Section 237-23.5, Hawaii Revised Statutes, is 

10 repealed. 

. .  
11 [ I l l =  PZY=-t=z; =.e=tz=ff 

llllllll llllllllllllllllllll Ill II I llrnlllllll I II 11111 111 lllllll II l.il1lllill1 Ill1 



Page 48 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

I1111 llilll1lll1ll11lll1111 I I Ill// 11111.111 111 I II'III Ill 1 I llllllllllIrl111lll111111l11 



Page 49 SmBm NOmz~t9 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

iiiiiiiniiiiiiiiii IIMI IIIII ,i~~iiiii~~~iiii~iiii~~ii~iiI iiiii~iiii~~~ II I i~il~~iiiiiiii~ 



Page 50 S.B. N0.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

llllllllllllllllllllI II llllll II lllllllllllllllllllllllllllll llllllllll11111 I lllllllllllll11 



Page 51 S.B. NO. 2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 0 1 2 - 0 2 0 7  SB SMA-l.doC 

lllliiiiiiii iiii 11111 I I 1111 IIIIIIIIII I IIIIIIII IIIIII I IIIII~IIIIIIIIIIIIIIIIIIII III 



Page 52 S.B. NO.3329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 0 1 2 - 0 2 0 7  S B  SMA-l.doc 



Page 53 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2012-0207 SB SMA.-l.doc 

1I111111l111111111 II ll1lllll II lllllllllllll I11111 lllllllll1lll II I I111,111 1111 



Page 54 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  S B  SMA-l.doc 

I1111 llllll11lll lllllllll lllllll 11111lllllllIllllllllllll11111 llllllllll I1111 Ill lllll1l 



Page 55 S.B. NO. 2327 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

5 



Page 56 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

1111111 lllllllllllllllll llllll lllllllllllllllllllllIllIII llllllllllllllllllll1111 Ill lllllllllllllllll llllll lllllll Ill1 



Page 57 S.B. NO.2324 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Ill1 Ill llllllllllllllll II 1l11111Il1111111111 I I II II lllllll111111 Ill lljl llillllllllll 



Page 58 SaBa Nom2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

l~lll l~llll l~ll I 01111111111 1111 111111 II lllllllllllllll lleillllllllllll I1 I lllllllllllllll 



Page 59 S.B. NO3329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 



Page 60 S.B. NO.2327 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2012-0207 SB SMA-l.doc 



Page 61 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

--Ha- 

+=+ 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

I IIliil11I1 Ill II 111 llllllll~llllllllllillllllllllll~llllllll llllllllllilllllllllllllllllllillll 



Page 62 S.B. NO.2327 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

lllllllilll1111 Ill11 llllllllllllllI llllllllllllllllllllll lllllllllllllllllllllllllllllnllll111l11l1111111 Hllll Ill 



Page 63 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

fzf 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

llllllllllllllllll ll~111111111.01111 II ,llllllllllllllllll11111111111111lllllI1III,1II 011 



Page 64 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 



Page 65 S.B. N O 3 3 2 7  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

I Illill Ill lllll lIlll111l llllll lllll11111 Ill 1111 llllllllll111111l1lllll111l/ 111 Ill lll11l Ill1 111llll1ll11lll11 Ill 1111 



Page 66 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

llllllllI )I1 1111 111 Ill Ill lillllllillllllll I1.111 I I Ill11 1lIl1 lllllllll I Illlllllllllllll 



Page 67 S.B. NO. 2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2012-0207 SB SMA-l.doc 



Page 68 S.B. N0.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

I I  111111l I1 1111.111 111l1lIl1111 w llll,lllllllll I Illillllillllillll llllllllllllllll I llilllllllllllll1111 



Page 69 S.B. NO.2324 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 0 1 2 - 0 2 0 7  SB SMA-l.doC 

llllll lllllll llllllllllllllll lllllllllllllll II 1/11 llllllllllllllllllllllllllllllllllllll1111 



Page 70 S.B. NO. 2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  S B  SMA-l.doc 

Ill 1.11 111 1111 lllll11lIl lllllllllllllllilll lllllllllllllllllllllllllllll llllllllllllllillll111/ 



Page 71 S.B. NO. 2‘32q 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 0 1 2 - 0 2 0 7  S B  SMA-l.doC 



Page 72 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

tAf 

# 

+€-I- 

* 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 



Page 73 S.B. NO. 2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 



Page 74 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2012-0207 SB SMA-l.doc 

lllllllllIlllllll1l111 llllillllllllll1l111 lllllllll llllllll llllllllllllllllllll1111llllllllllllllllllllllllllllll111111 



Page 75 S.B. NO. 232q 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2012-0207 SB SMA-l.doc 

I llllll lllll11l11 lllll Ill1 ll11ll11lll lllll lllll Ill1 111ll1Il1111 Ill llllllll Ill11 118 Ill llllll111111111101111111111111 



Page 76 S.B. NO.2324 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

lllllll llll11l1111111llll lllllllllll llllllllllllllllllllll lllllllllllllllllllllllllllllllllllllll111111l11111llllllllll 



Page 77 S.B. NO.2324 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

fzf 

fsf 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

I111I11 lllll llllllIl11 Ill1 llllll lllll 118 Ill// 1111 111l11l11111 Ill 1l1Il111 lllll1111 Ill 111111 II lllllll Illill 1111 Ill 1111 



Page 78 S.B. NO. Z3Zq 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 

ill111 I IIIIIIIIIIII II II IIIIIIII IIIIII IIIIIIIIIIEIIIIIIIIII I IIIIII iiiiiini 1111 IIIII II 



Page 79 S.B. NO.232q 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 



Page 80 S.B. NO.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1111,111lllllI1I.III lllllllllllllll11.1111111111 I1 II II lllll I lllllllllllllllllllllilI Illll 



Page 81 S.B. ~0.2324 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

I II Illli,IIII1IIllII IIl~IIlI llillllllllllll Ill I lllll~llllllllllllllllll lllllllllllllllll Ill 



Page 82 S.B. NO. 2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 



Page 83 S.B. ~0.2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2012-0207 SB SMA-l.doc 



Page 84 S.B. NO. 2329 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

I11111 I 111111111 lllllllll I IiilWllllllIllllll I II II Ill 1 llllllllllll lljll1111 lllllllll " 



Page 85 

S.B. ~ 0 . 2 3 2 9  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 



Page 86 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 0 1 2 - 0 2 0 7  SB SMA-l.doc 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Page 87 S.B. N0.232q 

ta::2ble under this ck.-pter, 'dpcn t h e  Kilue or gross 

th2t produces the  products includcd in t h e  t-Rc2zure of 

t h e  tzx IIwpGced by this chapter .  

heat, or 

t h e  refizer by t h e  process stated in clause (n). 

2012-0207  SB SMA-l.doc 

IlllllllllllIIIlIIII II I lllllllllllllllllllll I II II ll ill I llllllllll I III1IIlllllll 



Page 88 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2012-0207 SB SMA-l.doc 

lllllll Ill1 Ill1 11111 1111 IIIII 11l1 Ill11 11lI11111111l1111 Ill1 Ill llllllIl111l1111 Ill lI111l1111 lllllll11111l1111 Ill 1111 



Page 89 S.B. NO. 2329 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

to th2t fact. P.. E C W  certlflc2tc sh2ll be obtained from th2 
I ,  

director of hc2lth 2zd filed x i t h  t h e  director cf t2x2ticz c 7 v 7 c r ; .  

1 ; n m  T.,: t h  t h n  - n l l . , t - r n t  n m 4  n n :  nn nv:  t n v :  7 n e t 7 h l 4  n h n A  h T 7  thr,  

n t  n F  hn-1 t h .  ! I ]  

SECTION 25. Section 237-27.6, Hawaii Revised Statutes, is 
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SECTION 29. Section 237-29.53, Hawaii Revised Statutes, is 
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7 PART 111. USE TAX EXEMPTIONS 

8 SECTION 33. Section 238-1, Hawaii Revised Statutes, is 

9 amended to read as follows: 

10 IIIIUsell (and any nounal, verbal, adjectival, adverbial, and 

11 other equivalent form of the term) herein used interchangeably 

12 

13 

means any use, whether the use is of such nature as to cause the 

property, services, or contracting to be appreciably consumed or 

14 not, or the keeping of the property or services for such use or 

for sale, the exercise of any right or power over tangible or 15 

16 intangible personal property incident to the ownership of that 

17 property, and shall include control over tangible or intangible 

18 property by a seller who is licensed or who should be licensed 

19 under chapter 237, who directs the importation of the property 

20 into the State for sale and delivery to a purchaser in the 

21 State, liability and free on board (FOB) to the contrary 
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notwithstanding, regardless of where title passes, but the term 

I1usel1 shall not include: 

(1) Temporary use of property, not of a perishable or 

quickly consumable nature, where the property is 

imported into the State for temporary use (not sale) 

therein by the person importing the same and is not 

intended to be, and is not, kept permanently in the 

State. For example, without limiting the generality 

of the foregoing language: 

In the case of a contractor importing permanent 

equipment for the performance of a construction 

contract, with intent to remove, and who does 

remove, the equipment out of the State upon 

completing the contract; 

In the case of moving picture films imported for 

use in theaters in the State with intent or under 

contract to transport the same out of the State 

after completion of such use; and 

In the case of a transient visitor importing an 

automobile or other belongings into the State to 

be used by the transient visitor while therein 
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but which are to be used and are removed upon the 

transient visitor's departure from the State; 

Use by the taxpayer of property acquired by the 

taxpayer solely by way of gift; 

Use which is limited to the receipt of articles and 

the return thereof, to the person from whom acquired, 

immediately or within a reasonable time either after 

temporary trial or without trial; 

Use of goods imported into the State by the owner of a 

vessel or vessels engaged in interstate or foreign 

commerce and held for and used only as ship stores for 

the vessels; 

The use or keeping for use of household goods, 

personal effects, and private automobiles imported 

into the State for nonbusiness use by a person who: 

(A) Acquired them in another state, territory, 

district, or country; 

(B) At the time of the acquisition was a bona fide 

resident of another state, territory, district, 

or country; 

( C )  Acquired the property for use outside the State; 

and 
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-0-1 - (6) The use of services or contracting imported for 

resale where the contracting or services are for 

resale, consumption, or use outside the State pursuant 

to section 237-29.53 (a) ; 

[-@&-&I (7) The use of contracting imported or purchased by a 

contractor as defined in section 237-6 who is: 

(A) Licensed under chapter 237; 

( B )  Engaged in business as a contractor; and 

(C )  Subject to the tax imposed under section 238-2.3; 

and 

[,-&I&] (8) The use of property, services, or contracting 

imported by foreign diplomats and consular officials 

who are holding cards issued or authorized by the 

2012-0207 SB SMA-l.dOc 105 
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United States Department of State granting them an 

exemption from state taxes. 

With regard to purchases made and distributed under the 

authority of chapter 421, a cooperative association shall be 

deemed the user thereof." 

SECTION 34. Section 238-3, Hawaii Revised Statutes, is 

amended to read as follows: 

"§238-3 Application of tax, etc. (a) The tax imposed by 

this chapter shall not apply to any property, services, or 

contracting or to any use of the property, services, or 

contracting that cannot legally be so taxed under the 

Constitution or laws of the United States, but only so long as, 

and only to the extent to which the State is without power to 

impose the tax. 

To the extent that any exemption, exclusion, or 

apportionment is necessary to comply with the preceding 

sentence, the director of taxation shall: 

(1) Exempt or exclude from the tax under this chapter, 

property, services, or contracting or the use of 

property, services, or contracting exempted under 

chapter 237; or 
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(2) Apportion the gross value of services or contracting 

sold to customers within the State by persons engaged 

in business both within and without the State to * 

determine the value of that portion of the services or 

contracting that is subject to taxation under chapter 

237 for the purposes of section 237-21. 

(b) The tax imposed by this chapter shall not apply to any 

use of property, services, or contracting the transfer of which 

property, services, or contracting to, or the acquisition of 

which by, the person so using the same, has actually been or 

actually is taxed under chapter 237. 

(c) The tax imposed by this chapter shall be paid only 

once upon or in respect of the same property, services, or 

contracting; provided that nothing in this chapter contained 

shall be construed to exempt any property, services, or 

contracting, or the use thereof from taxation under any other 

law of the State. 

(d) The tax imposed by this chapter shall be in addition 

to any other taxes imposed by any other laws of the State, 

except as otherwise specifically provided herein; provided that 

if it be finally held by any court of competent jurisdiction, 

that the tax imposed by this chapter may not legally be imposed 
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in addition to any other tax or taxes imposed by any other law 

o r  laws with respect to the same property, services, or 

contracting, or the use thereof, then this chapter shall be 

deemed not to apply to the property, services, or contracting, 

or the use thereof under such specific circumstances, but such 

other laws shall be given full effect with respect to the 

property, services, or contracting, or use. 

(e) The tax imposed by this chapter shall not apply to any 

use of property exempted by section 238-4. 

(f) The tax imposed by this chapter shall not apply to any 

use or consumption of aircraft and vessels, the transfer of 

which aircraft or vessel to, or the acquisition of which by, the 

person so using or consuming the same, or the rental for the use 

of the aircraft or vessel, has actually been or actually is 

taxed under chapter 237. 
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f i t 3  (9) Each taxpayer liable for the tax imposed by this 

chapter on tangible personal property, services, or contracting 

shall be entitled to full credit for the combined amount or 

amounts of legally imposed sales or use taxes paid by the 

taxpayer with respect to the same transaction and property, 

services, or contracting to another state and any subdivision 

thereof, but such credit shall not exceed the amount of the use 

tax imposed under this chapter on account of the transaction and 

property, services, or contracting. The director of taxation 

may require the taxpayer to produce the necessary receipts or 

vouchers indicating the payment of the sales or use tax to 

another state or subdivision as a condition for the allowance of 

the credit. 

[#I (h) The tax imposed by this chapter shall not apply 

to any use of property, services, or contracting exempted by 

section 237-26 or section 237-29. 
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PART I V  

SECTION 35. Chapter 235, Hawaii Revised Statutes, is 

repealed; provided that section 235-93.4, Hawaii Revised 

Statutes, as enacted by Act 1, Session Laws of Hawaii 2011, 

shall not be repealed and shall be reenacted into chapter 572B, 

Hawaii Revised Statutes. 

PART V 

SECTION 36. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 37. This Act shall take effect upon its approval; 

that: 

Sections 2, 3, 4, 5, and 6 of this Act shall apply to 

gross income, gross proceeds, or value received after 

June 30, 2013; 

Sections 7 and 8 of this Act shall apply to the value 

accruing after June 30, 2013; 

Sections 9 through 32 of this Act shall apply to gross 

income, gross proceeds, or value received after June 

30, 2012; 

Sections 33 and 34 of this Act shall apply to the 

value accruing after June 30, 2012; and 
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(5) Section 35 of this Act shall apply to taxable years 

beginning after December 31, 2012. 
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S.B. NO. 232q 

R e p o r t  T i t l e :  
Income Tax; General Excise Tax; Use Tax; Exemptions 

D e s c r i p t i o n  : 
Amends the rate of imposition of the general excise sand use 
taxes for gross income, gross proceeds, or value received after . 
June 30, 2013, to an unspecified percentage; repeals various 
general excise and use tax exemptions for gross income, gross 
proceeds, or value received after June 30, 2013; repeals income 
tax code for taxable years beginning after December 31, 2012. 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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